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** THE U§E OF HOLDING 
-COMPANIES AS FINANCING COMPÂTIIES OR
!E{[ER-3OX COMPAIIIES encourages tax evasion and causes
d.istortions in the capital market. The p:roblems poseC by
hold.ing companies in the Comnr:nity were recently analyserl by
the Commission in a report on the tax amangernents applying
to ho1-d.ing companies" A surnmary of this report will be
found in 4SE_1.
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should run to {O million gross tons, whilst average
requirements for the same year are estimated. at 28.8 million
gross tons. Ovgl-oapacity ta tho worldre shipbuil-ding
tndustry could. thenefore be 11"2 million gross tons, or 2ÿo,
This is what emerges from the investigations being camled out
by the departments of the Comission into the growth of supp§
and. d.emand. in the shipbuild.ing sector. The results of these
./,
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investigations should enable the European Commission, after 
consultation with the various economic sectors of the Community 
concerned, to adopt clearly-defined proposals for the iiJplementation 
of a. Community policy in the shipbuilding sector. An outU.ne of 
the findings is given in ~~· 
** With a. view to implementing a. ~~:Ff~~JA~J~C~ 
:OOR1 ~R .. ~iQ .. C~, the Ehropea.n Commission !as just submitted 
to the Council of Ministers a new proposal for a directive in the 
...-moiio'r·vehic.le-sector. This prop<)aa.Lye:f.era--t.()..-the approximation 
of Member States• laws governing interior fittings in vehicles, 
]3Jld more especially systems for adjusting and moving seats and 
tests to determine the strength of seats and their mountings. It 
will be recalled that 12 directives relating to the automobile 
sector have already been adopted by the Council of Ministers and 
that eight proposals, including this ono, are being considered 
by the Council. A list of the directives which have been either 
proposed or adopted will be found in Nf!WC, _a. 
**A selection will be found in A~ ,A of ,!.lg~~ill,B~'WJT!ONS 
acquired by the scientific and technical library of the 
Commission of the European Communities. These works mey be 
consulted in the library {1., avenue de Cortenberg, 1040 Brussels~ 
Loi Offices, first floor, No.43) or borrowed. 
** The Commission recently submitted to the Council of Ministers a 
proposal for o. directive referring to A U~J!FORM BASE FDR V.ALW:: AP'DED 
....,.....,.,p, •• = 7 • 4 7 ~ • '41,.:~.~ ....... 0 
.~..C.V.AZl in the Member States of the Community. This proposal is 
aimed at bringing about larg&-sca.le standardization of the laws 
of the Member States arising from the first two directives on 
VAT, dated 11 April 1967. It will, in fact, er~ble the Commission 
in accordance with Council decision of 21 April 1970 on repla.ci..11g 
.;. 
the financial contribution from the Member States by the 
Community's own resources, to grant the Community a fiscal 
instrument which would, by means of VAT, complement the resources 
accruing from customs duties and agricultural levies, in order 
to finance Community expenditure. Moreover, this ha.rconization 
of the VAT base, o11ce applied. in the Member states, is a step 
towards economic and monetary union and will pave the wey for 
the abolition of fiscal frontiers. 
The main poi.n1;.s.__deal t with by the Commission's proposal include 
enlargement of the ba.s.io-.concepts of liability, the territoriality 
of the tax, the systan of covering real estate, the principle of 
taxing all ser1tice ~ents, the working out of a corm1on list of 
exempt goods and services, the system of deducting tax at an 
earlier stage in the production/commercial process, special systems 
for small undertakings, certain items of secondhand property, and 
the agricultural sector. 
** The recent cooperation agreement signed between Philips, Siemens 
and CII will mark an important stage in the RESTRUCTURING 
,~ .. ~~
OF THE EDROPF...AN Cor4Pt!TER INWSTRY in the opinion of the 
t R 1 9 I 'll l Ill IS. a ....,.,.,...=IIIP"''I'OP~· • .., 
Commission, which is bound to be well disposed towards such 
a.n agreement inasmuch as it observes the Common Market rules on 
competition. The Commission considers that it is only by 
collaborating to create groupings of adequate size, which must be 
accompanied. by the actual opening-up of a. market of European 
proportions and a det-ermined attitude on the part of the public 
authorities, that Europe· will be able to ·beoome a ooo:petitive 
producer in the data,-pl-ocessing field, which is one of the 
key sectors of the future. With this in mind, the Commission 
plans to propose the formulation of a Commllllity data..-procossing 
policy and the Commission ts departments are at present putting 
./. 
the finishing touches to a document setting out a series of 
proposals along these lines. 
** The urgent need for a .2£...~. ~HY. ~Ji,I!!I was again emphasized 
in a resolution adopted by the European Parliament on 3 July 1973, 
following the Council meeting of 22 ~ 1973 (see IRT NO. 191) 1 
the results of which were considered disappointing by the 
:atropean Parliament. 
Moreover, the European Parliament unanimously approved the report 
presented on behalf of the Parliamentary Committee on Public 
Health and the Environmen"!: by Mr Ja.hn on the EXJROPEAN COMIIDNITIESf 
, ···-. 0 I 1 1 ; I T I OS 
~AMME OF ACTION IN THE ENVIRONMENI'AL FIELD, and also the 
draft measures in this field proposed by the European Commission 
(see IRT No. 195). 
** The European Commission has decided to amend and add to the principles 
taken as the basis for coordinating the ~,.AL SY~ Fn-fi. ~§ 
AJJ> which were the subject of the Commission's statement to the 
-Council in June 1971 and of the resolution of the Member States on 
20 October 1971. 
In order to place all the }!ember States in the same position in this 
respect, the European Commission will use these principles to 
map out, by 31 December 1974 a.t the latest, a. system of 
coordination which is valid for all the regions of the enlarged 
Community and not just for the central regions (i.e., the most 
industrialized parts of the Community). Under such a. system 
of coordination it would, in particular, be poosible to have 
various categories of regions where different ceilings of aid 
would be applied. It will also take account of the specific problems 
ariA:ling in each of the peripheral regions. 
.f. 
Moreover, the Commission has decided to define the boundaries of the 
central regions in the three new Member states, where the 
coordination principles will apply from 1 July 1973. 
** On a proposal from the Commission, the Council of Ministers of the 
Community recently adopted a directive on the abolition of 
restrictions on ~!If P!.iJStAB~Nl! and freedom to provide 
i 
services in self-employed occupations for J3 .. A.NK.S. :Vi2.-P..I~FIJ2~l/l! 
E1,S,:I'AB.k:1SHMF.N.l'J.. The Member states of the Community have 18 months 
in which to oomply with this directive. Stockbrokers, however, 
are covered by-- special-provisions, to form the subject of a later 
directive. 
** The amount of the new Member States' contribution to reserves and 
reserve-type :f"undr-3 for the FltlROPEAN INVESTMEN.P BAN::{ ha~ been set 
~·· ; en n c ....... ~~......ca:. 
a.t 56, 2791553 u.a.. lu the Board of Governors of the Ba.l?k, which 
met in Luxembourg on 27 June 1973. Since the accession of the 
new MEmber States, the European Investment Bank's capi~al has 
amounted to 2,025 million u.a., 405 million of which have 
actually been paid in. Taking into a.ccO'Wlt reserves and reserve-
type fu.nds, the Bank's total funds now run to about 60Q million u.a. 
** PROB!iiDMS OF GROV!'TH have formed the subject of discussions by a 
small group of k~ figures from the world of business, administratio~ 
trade union and press, including Mt- R. Toulemon (a foroer 
D:l.rocto~eral at the Commission) and Mr Albert (a former 
Director at the Commission) meeting at the invitation of the 
French economics magazine "L 'Expansion". At the end of the 
first stage of its work, the group has published a pamphlet. This 
pamphlet, which is in French, can be obtained free of Qharge on 
demand from the European Commission, Division for Ind~trial and 
Scientific Information (200 rue de la Loi, 1040 Brussels) • 
. /. 
The magazine "L 'Expansion" has informed us that it would be vf!ry 
intf!rested to receive aey criticisms or suggestions regarding 
the problems dealt with in the pamphlet with a. view to extending 
the discussion (write to: L'Expa.naion, 10 rue Lyautey, 75016 Paris). 
** The Commission intends to grant finanoial a.~ omounting to 551,359 
u.a.., to two research prog:ra.omes on Sfl.1i"EE'Y nr COAL MINES, namely: 
- a. collective research programme on rescuing trapped minf!rs 
through large-diameter boreholes (the second part of a. series 
of research projects which ha.ve been receiving ECSC aid since 
1970) aimed a.t providing mines with a safe and rapid method of 
reaching and rescuing miners trapped underground, by boring e. hole 
of sufficiently ~1ide diameter to allow e. person to be tra.nsported 
through it without danger. The European Commission plans to grant 
financial aid totalling 234,332 u.o.e, to this programme. 
- a collective research programme on ACTIVATED MAIN DUST BARRIERS 
{second part of a series of research projects supported by 
the ECSC since 1969) aimed at reducing the dc..ngers arising from 
fire-damp o.nd inflammable dusts by the development of a device 
for det acting explosions and a derlce for spreading an 
extinga.ishing agent in the galley. The Commission plans to 
grant financial aid totalling 317,027 u.a., to this programme. 
** MANUFACTURERS OF HIGH-POWER LINE!~ MOTOR in the Community met 
on 28 and 29 June 1973 at the invitation of the Commission in 
order to make a. preliminary examination of problems regarding the 
production of motors capable of propelling land-based vehicles at 
speeds of over 400 kph. Since several industrialists in Community 
aOQntries are pursuing research along similar lines, and with a view 
to overcoming common obstacles, the conclusion drawn 1ms that it 
would be advisable to study the possibility of cooperation. 
! • 
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IJlliANGEMENTS APPLYING TO HOLDING COMPANIES 
-tC I YWtuPtSIJM .SIS"IJ ... OW'9qf I I ..... 
The use of holding companies as financing companies or lett~box 
companies encouro.ges tax evasion and causes distortions in the capital 
market. Problems arising from holding compo.nies in the Community 
t-Tere recently analysed by the European Commission in a report on 
the tax arrangements applying to holding companies. 
The use of holding companies as finance companies is bound up with 
some very considerable disparities which exist at present between the 
systems applied by the various member countries for deducting at 
source the taxes levied on income from bonds. These arrangements 
range from complete exemption from tax to a very high rate. 
Luxembourg legislation slightly favours holding companies, which a.re 
exempt from the us~l 5% withholding tax, but no other Member States 
levies such a tax (Germany for residents; Denmark, Netherlands). This 
problem will therefore not be solved by isolated action in respect 
of one or other of these countriesJ but by ha.rconizing the various tax 
systems so as to affect all bond debtors resident in the Community. 
This harmonization is already part of the programma adopted by the 
Council in the attempt to bring about economic and monetary union, and the 
Commission intends to put forward a proposal along these lines in the 
near future. 
The use of holding companies as lettor-box companies is tied up With 
the tax privileges granted. ~o holding companies in certain countries 
(little or no income tax, little or no tax on income earned abroad, 
tax privileges granted to certain types of companies, especially to 
firms which a.re not engaged in a.tzy" genuine industrial or commercial 
activity). 
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Within the Coi!JIIluni ty, Luxembourg and . Gibraltar grant preferential tax 
treatment to holding companies in this way. (In Luxembourg, the 
number of holding companies increased from 1,260 in .1962 to 21 596 
in 1970 and 3,198 at the end of 1972.) 
Moreover, the advantages gained by using holding companies which 
benefit from special tax arrangements me:;;· be increased by employing, 
in addition, an intermediary company which is subject to normal 
taxation. In this way it is possible to escape all taxation, pro~ided 
that: 
- the intermediary qualifies for the application of a double taxation 
convention with the country where the royalties originate which 
provides that no withholding tax will be levied; 
- the intermediary remits these royalties to a letter-box company 
exempt from such ta...~ in order to escape corporation tax; 
- the intermediary is subject to no withholding tax (which is the 
case in Denmark and the lretherlands, for instance). 
Letter-box companies are a very widespread phenomenon throughout the 
world; even in Europe, there are far more of them in some countries 
tha.'Yl in Luxembourg and Gibraltar (it is estimated that there are 
10,000 and 20,000 letter-box companies in Switzerland and Liechtenstein 
respectively). 
Moreover, some countries or territories having special links with 
Member States also have legislation under which letter-box companies 
may be set up. This is true of certain countries which are already 
associated l'lith the Community (Netherlands Antilles) or which under 
the Act of Accession will be associated on 1 February 1975 at the 
l;RT No. 197, 10 July 197:}.,. ANJWX 1 ..~~ 
earliest (Bahamas, Bermudas, etc.); it is also true of the Channel 
Islands and the Isle of l~n. These countries or territories have 
an autonomous tax status (the United Kingdom, for instance, has 
concluded double taxation conventions with some of these countries 
I 
or territories), and the articles of th.e Treaty of Rome relating to 
capital movements and approximation of laws do not apply to them. A 
Member State may nevertheless extend the Cozmnunity rules on the 
liberalization of capital movements to these countries or territories, 
and this has alreaezy been done i~ some cases (between th~ Netherlands 
and the Antilles and between the United Kingdom and the countries and 
territories of the former sterling area). Harmonization measures in the 
field of direct taxation, however, could not be applied to them even in 
this case. 
If one wanted t> eliminate tax disparities likely to cause distortions 
in the capital market and to curb tax eva.13ion within the Community, one 
would have to abolish those . .Privileges enjoyed by holding companies 
which lend themselves to abuse, especially tax exemption of interest 
and royal ties collected by these companies. The Commission had already 
looked into these problems in 1967, but at that time the Council did 
not consider it ad.~sable to act on the matter. 
Action restricted to holding companies within the Community would, 
however, inevitably tou~h off a flight of capital to tax havens 
outside the Community and would not therefore put an end to the tax 
evasion that is the authorities' main concern here. This flight 
could even be to the benef1 t of certain countries having special links 
with Member States. In this case it would be particularly serious, 
aince harmonization of direct taxation. does not apply to these co~tries, 
while the measures concerning the liberalization of capital movements may 
be applied to them unilaterally by the Member States with which they have 
ties. This is why the Community would have to take parallel action aimed 
at all tax haven countries. 
-, _ _, If I- ~ 
The Commission has alr~ begun to stuqy this collaboration with 
experts from the Member States. It is already ·clear that·, in order 
to take such action, very complex problems must be solved. A firm 
political will is therefore necessary if results are to be achieved 
\'lithin a reasonable period of time. 
If it is felt that such a complete solution cannot be implemented 
rapidly, ~s must be sought of quickly making a first move in this 
direction through a number of arrangements likely to improve the 
present situation. Here, consideration could be given to the 
following measures: 
(a) arranging for cooperation bet"t-reen the tax authorities of the 
countries concerned and those of the other Member States in 
order to enable the latter to obtain the information they need 
to combat tax evasion through holding companies; strengthening 
cooperation between Member States t tax authorities in order 
to prevent abuse of the double taxation conventions; 
(b) charging withholding tax on aey dividends distributed by holding 
companies within the Community so that this income is liable to 
some tax if distributed; 
(c) charging, in the Member States, a high withholding tax on interest 
and royalties remitted to companies P8iY'ing little or no tax on 
this income so that income arising in the Community is taxed 
effectively; 
·.{d) introducing arrangarients in the Member States on the lines of 
Belgian legislation under which a preSumption arises that the 
transaction is not genuine and the burden of proof is shifted in 
such a·way as not to fall on the tax administration. 
Adoption of such measures would not solve all the problems examined in 
this document, but it would constitute a partial solution whioh would 
act as a certain discouragement to tax evasion. 

SUPPLY AND DEMAND IN THE: SHIPBUIIJ)JNG SECTOR 
~· ITS e 1•1 C t; t P • 2 I I 
In 1975, world capacitY for the production of new ships should run 
to 40 million gross tons, whilst average requirements for the same 
year are estimated at 28.8 million gross tons. Over-capacity in the 
world~s shipbuilding industry could therefore be 11.2 million gross 
tons, or 2&}&. 
This is 1·1hat emerges from the investigations being carried. out by 
the departments of the Commission into ·the growth of supply and 
demand in the shipbuilding sector. The results of these investigations 
should enable the European Commission, after consultation with the 
various economic sectors of the Community concerned, (public 
administration, industrial and trade union organizations), to adopt 
clearly-defined proposals for the implementation of a Community 
policy in the shiP-building sector. 
The growth of output capacity is expected to exceed anticipated needs 
during the decade, so that there will be a considerable threat 
of excess capacity towards the end of the decade. 
The general anticipation of shipping requirements by shipbuilders, 
accelerated by monetary uncertainity and especially inflation, 
has· brought order books to a record level, with the result that the 
total tonnage likely to be delivered between now and 1978 will meet 
estimated requirements up till 1980. 
Three-quarters of the orders placed are for oil-tankers, a sector in 
\'J'hich capacity is expanding at the highest rate, particularly in Japan, 
where &fo of shipbuilding activity is concent:"ated in this sector. 
Capacity is likely to be well in excess of estimated requirements in 
--, _ _,~" 1 - -
1975· Consequently, if the foreca.se of the trend of normal 
reqUirements arrived at by experts proves correct (and there are no 
new or unforeeean facts so far to raise aqy doubts about its accuracy)r 
the world production of new ships should be below available capacity 
in the second half of this decade. 
Since a large part of the present demand is for big ships, in which 
the growth in capacity has been most impressive, a recession 
at the end of the decade might affect this sector particularly. 
Xf 3)4!7 ~l!j 
MOTOR VEHIClES 
The implementation of a Community type-approval procedure for motor 
vehicles will enable any motor vehicle which complies with Community 
regulations approved by the authorities of a Member State to be sold 
and used throughout the territory of the Community. Mnnufacturers 
will have to guarantee that every vehicle put on the market complies 
with the phototype which has obts.ined Community type-approval. The 
approximation of the laws of Memb.er States for the purpose of implementing 
this Community type-approval procedure for motor vehicles is based 
on the strictest regulatidns in force in the Member States and 
thereby assures greater safety for drivers and their passengers. In 
this way the Community authorities are making a considerable 
contribution towards improving roed safety. 
At the present moment 12 directives have alr~ been adopted by the 
Council of Ministers in the automobile sector, and eight other 
proposals are being considered. The Commission intends to continue 
its work, the projects in hand at present relating to fields of 
vision, seat-belts, lighting and tyres. 
The follmdng table lists some proposals already adopted or being 
considered by· the ·Oounoil in the automobile·· sec"tor: 
... -, w,;--r{ 1- --
DIRECTIVES ADOPI'ED BY THE COUNCIL 
1. T.ype-appro\~1 of motor vehicles and their 
trailers 23 February 1970 
2. Permissible noise level and motor vohiclo 
exhaust systems 23 February 1970 
3. Location and mounting of rear number plates 
for motor vehicles and their trailers 6 A~ril 1970 
4o Tanks for liquid fuel and devices for the 
protection of the rear of motor vehicles and 
their trailers 6 April 1970 
5· Measures to be taken against air po-llution 
by ~::haust gases from spark ignition engines 6 April 1970 
6. Motor vehicle steering devices 18 June 1970 
7• Audible warning devices for motor vehicles 10 August 1970 
8. Motor vehicles doors 10 August 1970 
9· Rearvi~1 mirrors for motor vehicles 23 Idarch 1971 
10. Braking systems for certain categories of 
motor vehicles 6 September 1971 
11. The suppression of radio-electrical interference 
from motor vehicles 6 July 1972 
12. Measures to be taken against the emission of 
pollutants b.y diesel motors 20 August 1972 
PROPOSALS OOR DIRECTIVES SU13MITTED '1'0 THE COUNCIL 
BUT NOT YET APPROVED BY THE COUNCIL 
Subj~.t 
1. Direction indicators for "motor vehicles" July 1965 
2. Field of vision, l'rind.screen wipers and washers 
for "motor vehicles" August 1968 
3. Electrical connections for "motor vehicle" 
trailers August 1968 
4• Vehicle anti-theft devices 
5· Safety pass for motor vehicles 
6. Interior fittings (interior of the passenger 
compartment other than interior rearview 
mirror(s), roof or sliding roof, arrangement 
of controls, seat squab and rearward-facing 
part of seats 
7, Interior fittings of motor vehicles (protection 
of driver against the steering equipment in the 
event of impact) 
8o Interior fittings of motor vehiolcs (strength 
of seats and their mountings) 
July 1972 
September 1972 
January 197 2 
September 1972 
Maur 1973 
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